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SUBJECT: VISIT OP DAS HEGINBOTHAM - MEMORANDUM OP CONVERSATION 

1 . THERE POLLOWS A MEMCON OF A NEARLY TWO HOUR DISCUSSION ON 
MARCH 7, 1978 BETWEEN DAS ERLAND HEGINBOTHAM; GUB DEPUTY MINISTER 
OP PINANCE AND PLANNING, DR. MAUNG SHEIN; CENTRAL BANK DIRECTOR, 

U AYE HLAING; DIRECTOR GENERAL, POREIGN RELATIONS DEPARTMENT, 
MINISTRY OP PINANCE AND PLANNING, U THF.IN MYINT; AMBASSADOR BEAN 
AND DCM BARTLEY. THE MEMCON WAS DRAPTED BY MR. HEGINBOTHAM BUT 
HE HAS NOT SEEN IT IN FINAL FORM (ONLY MINOR CHANGES WERE MADE 
IN HIS DRAPT.) 

2. POLLOWING EXCHANGE OP GREETINGS, MAUNG SHEIN REPERRED TO DIS- 
CUSSIONS IN THE GOVERNMENT AND AT THE PYITHU HLUTTAW OP THE 
POLICY OP "MUTUALLY BENEFICIAL ECONOMC COOPERATION" 

(MBEC) OR "JOINT VENTURES" WITH POREIGN GOVERNMENT OR PRIVATE 
ENTERPRISES. HE INDICATED THE GOVERNMENT IS UNDER SOME PRESSURE 
PROM MEMBERS OP THE ASSEMBLY TO DEFINE MORE CLEARLY AND TO MOVE 
PORWARD ON IMPLEMENTING THIS POLICY. TWO CRITERIA ARE CONTROLLING: 
THAT THE SECTORS INVOLVE (1) LARGE CAPITAL INVESTMENTS AND (2) 
IMPORTANT TECHNOLOGY NOT AVAILABLE DOMESTICALLY. AMONG SECTORS 
OP HIGH PRIORITY HE IDENTIFIED PETROCHEMICALS AS THE MOST 
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IMPORTANT, AND ALSO MENTIONED PULP AND PAPER, IRON AND STEEL 
(AS WELL AS COAL DEVELOPMENT ASSOCIATED THEREWITH), OFPSHORE 
OIL AND, IN TIMBER, HE REPERRED TO NEGOTIATIONS WITH 
SCANDINAVIAN INTERESTS POR POSSIBLE PURNITURE PRODUCTION. HE 
NOTED THAT ASSEMBLY MEMBERS PRESSED POR PROGRAMS ON PROJECTS OP 
SPECIAL INTEREST TO THE RESOURCES IN THEIR DISTRICTS. 
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3. HE DID NOT SEE THE NEED EOR ENABLING LEGISLATION, BUT FELT 

THE GOVERNMENT SHOULD APPROACH MBEC ON A CASE-BY-CASE BASIS. HE 
EXPRESSED RELUCTANCE TO START THE PROCESS WITH FURTHER FEASIBIL- 
ITY STUDIES, AS THAT HAD NOT IN THE PAST LED TO PRACTICAL RESULTS. 

HE NOTED THAT FEASIBILITY STUDIES ALREADY EXIST IN MOST OF THESE 
SECTORS (ALTHOUGH IT WAS CLEAR THAT SEVERAL WERE QUITE OLD AND 
COST ASPECTS WOULD REQUIRE UPDATING). 

4. PARENTHETICALLY, HE MENTIONED ALSO THAT BURMA'S HYDROELECTRIC 
POTENTIAL ALONG ITS BORDERS OFFERED POSSIBILITIES FOR PRODUCTION 
AND EXPORT OF ELECTRICITY WHICH MIGHT HAVE POTENTIAL FOR JOINT 
VENTURES. 

5. MAUNG SHEIN REFERRED TO VISTS WHICH BURMESE OFFICIALS HAD 
BEGUN TO MAKE TO VARIOUS DONOR COUNTRIES TO EXPLORE POSSIBLE MBEC 
INTERESTS. HE DID NOT EXLCUDE THE POSSIBILITY OF A VISIT TO THE 

U.S. BUT GAVE NO INDICATION IT IS IN THEIR PLANNING AT THIS 
STAGE. IN RESPONSE TO A QUESTION FROM MAUNG SHEIN, WE SUGGESTED HE 
PROVIDE THE EMBASSY WITH PROSPECTI ON POSSIBLE MBEC ACTIVITIES 
THAT COULD BE MADE AVAILABLE TO POTENTIAL U.S. INVESTORS. 

6. WITH RESPECT TO GOVERNMENTAL ECONOMIC ASSISTANCE TO BURMA, 

MAUNG SHEIN REFERRED TO THE GOVERNMENT'S "SHOPPING LIST " 

PRESENTED RECENTLY TO THE CONSULTATIVE GROUP. THE WORLD BANK, 

HE SAID, HAD ENDORSED PRIORITY ATTENTION TO TWO GOALS: 

EXPANSION OF BURMA'S AID- ABSORPTIVE AND DEBT-SERVICING 
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CAPACITIES. THESE PRIORITIES INCREASED THE NEED FOR EXPANDING 
BURMA'S EXPORT CAPABILITIES. TWO ASPECTS WOULD RECEIVE PRIORITY: 
INCREASING AGRICULTURAL YIELDS THROUGH INTENSIFICATION, AND IN- 
CREASING CAPACITY UTILIZATION OF EXISTING PRODUCTIVE FACILITIES. 

IN BOTH ASPECTS BURMA WOULD REQUIRE A HIGH PROPORTION OF LOCAL 
COST FINANCING. FOR THIS REASON THE WORLD BANK HAS BEEN 
ENCOURAGING GREATER RECOURSE TO DONOR PROGRAM LENDING TO 
GENERATE ADDITIONAL LOCAL CURRENCY RESOURCES. 

7. WE ASKED IN WHAT SECTORS THERE MIGHT BE INTEREST IN POSSIBLE 
U.S. PROJECT ASSISTANCE FOR BURMA, IF IT SHOULD PROVE POSSIBLE TO 
OBTAIN CONGRESSIONAL AND U.S. GOVERNMENT AGENCY AGREEMENT 

ON SUCH AID. MAUNG SHEIN INDICATED FIRST PRIORITY WOULD ATTACH TO 
THE AGRICULTURAL SECTOR, BUT HE ALSO STRESSED THE HIGH VALUE THE 
GOVERNMENT ATTACHES TO THE DEVELOPMENT OF THE RANGOON- 
MANDALAY ROAD AS ESSENTIAL FOR OPENING UPPER BURMA TO 
AGRICULTURAL DEVELOPMENT AND MARKETING. HE RESPONDED FAVORABLY TO 
THE POSSIBILITY OF U.S. ASSISTANCE BEING CHANNELED TO PROJECTS 
BEING ADMINISTERED BY OTHER DONOR AGENCIES SUCH AS THE WORLD BANK 
AND ADB. WE DISCUSSED THE POTENTIAL ADVANTAGES IN TERMS OF SPEED 
AND EASE OF IMPLEMENTATION. 
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8. WE ASKED IF THE GOVERNMENT COULD CONSIDER RELEASE OF 
ACCUMULATED U.S. HOLDINGS OF KYAT FOR ATTRIBUTION TO DEVELOPMENT 
PROJECTS WHICH THE U.S. MIGHT SUPPORT. MAUNG SHEIN STATED, 

"WE HAVE BEEN CONSIDERING WAYS TO EVELOP CLOSER RELATIONS 
BETWEEN OUR COUNTRIES." IN THAT CONNECTION, HE ACKNOWLEDGED THAT 
THE GOVERNMENT HAD BEEN STUDYING WITH THE BANK AND THE FINANCE 
MINISTRY WHAT MIGHT BE DONE TO OPEN DISCUSSIONS FOR DEVELOPMENTAL 
USE OF U.S. KYAT HOLDINGS. HE IDENTIFIED AS ONE OVERRIDING 
CONSIDERATION, HOWEVER, THAT SUCH USES WOULD HAVE TO BE 
CONSISTENT WITH THE GOVERNMENT'S MONETARY CONSTRAINTS AIMED AT 
CONTROLLING INFLATION. 

9. AS TO POSSIBLE BURMESE INTEREST IN U.S. AGRICULTURAL COMMODI- 
TIES, AYE HLAING DESCRIBED GOVERNMENT CONCERNS THAT UNDER 
PRESENT COMPARATIVE ADVANTAGE DOMESTIC COTTON PRODUCTION IS NOT 
REALLY ECONOMICALLY ADVANTAGEOUS, AND THAT THE DRY AREAS OF 
BURMA HAD A GREATER COMPARATIVE ADVANTAGE FOR GROUNDNUTS, PULSES 
AND SIMILAR FOOD CROPS. THEY HAD RELUCTANTLY CONCLUDED THAT THEY 
SHOULD ALLOCATE SOME OF THEIR SCARCE FOREIGN EXCHANGE RESOURCES 
FOR RAW COTTON IMPORTS, IN ORDER TO USE TEXTILE PRODUCTION 
CAPABILITY MORE FULLY, TO INCREASE DOMESTICALLY AVAILABLE CONSUMER 
GOODS, AND THEREBY REDUCE INFLATION. THEY HAD IMPORTED SOME COTTON 
COMMERCIALLY IN THE LAST TWO YEARS AND SAW DISCERNIBLE PRICE 
IMPROVEMENTS FROM THIS EFFORT. THEY MENTIONED A FIGURE OF 
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ABOUT 80 MILLION KYATS PER YEAR OE RAW COTTON IMPORTS, MAINLY 
PROM PAKISTAN. ALTHOUGH THE MINISTRY OF INDUSTRY IS MAKING SERIOUS 
EFFORTS TO DEVELOP SOME MINIMUM LEVEL OF COTTON PRODUCTION 
TO ASSURE SOME DEOMESTIC SUPPLY, THEY ANTICIPATED THAT IT WOULD 
NOT BE PRACTICAL OR ECONOMICAL TO AVOID CONTINUING COTTON IMPORTS. 
THEY WERE THEREFORE RECEPTIVE TO IMPORTS OF COTTON THROUGH 
PL 480. MAUNG SHEIN EXPRESSED RELUCTANCE TO CONSIDER INCLUDING 
WHEAT AND EDIBLE OILS UNDER PL-480. THE GOVERNMENT WAS GREATLY 
RESISTANT TO USING LOAN FUNDS FOR ONE-TIME CONSUMPTION AND 
WOULD PREFER TO USE SUCH FUNDS FOR GOODS WHICH WOULD EITHER 
INCREASE PRODUCTIVE CAPACITY OR THE UTILIZATION THEREOF. HE SAID 
THEY WERE TALKING WITH OTHER DONORS ABOUT OBTAINING EDIBLE OILS 
ON A GRANT BASIS. 

10. RETURNING TO THE QUESTION OF POSSIBLE CHANNELS AND 
MCENANISMS FOR ASSISTANCE, WE ASKED WHETHER MAUNG SHEIN WOULD 
SEE ANY PROBLEM WITH OUR DISCUSSING WITH THE WORLD BANK AND ADB 
PROJECTS IN WHICH THESE ORGANIZATIONS MIGHT WELCOME SUPPLEMENTAL 
FINANCING FROM OTHER SOURCES SUCH AS THE U.S. MAUNG SHEIN 
ACCEPTED THIS IDEA AND IN FACT MENTIONED THAT THESE INSTITUTIONS 
HAD EXPRESSED THEIR DESIRE TO OBTAIN ADDITIONAL FINANCING 

FROM OTHER DONOR SOURCES IN CERTAIN PROJECT AREAS. 

1 1 . WE ASKED IF THE BURMESE GOVERNMENT WOULD ALSO HAVE INTEREST 
IN U.S. TECHNICAL ASSISTANCE AND TRAINING OPPORTUNITIES. MAUNG 
SHEIN AGREED TO CONSIDER THIS QUESTION AND PROVIDE ANY RESPONSE 
DIRECTLY TO THE EMBASSY. WE ALSO DESCRIBED BRIEFLY THE AID 
PROGRAM OF REIMBURSABLE TECHNICAL ASSISTANCE AND MENTIONED THAT 
THE REGIONAL REPRESENTATIVE FOR THIS PROGRAM MIGHT VISIT BURMA AT 
SOME FUTURE DATE. THEY EXPRESSED INTEREST IN LEARNING MORE 
ABOUT THIS PROGRAM. 

12. WE CONCLUDED THE MEETING BY PROMISING THAT MR. HEGINBOTHAM 
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WOULD RETURN TO WASHINGTON, FOLLOW UP ON DISCUSSIONS WITH AID, 
OTHER U.S. GOVERNMENT AGENCIES AND THE WORLD BANK, AND PROVIDE 
FURTHER INFORMATION ON THE SUBJECTS DISCUSSED. IN ADDITION, WE 
WOULD CONSIDER THE APPROPRIATE NECESSARY STEPS FOR FOLLOW UP 
AND THE POSSIBILITY AND TIMING FOR A VISIT BY AID REPRESENTATIVES. 
MAUNG SHEIN EXPRESSED VISIBLE INTEREST IN THE OPPORTUNITY TO 
MOVE THE DISCUSSIONS AWAY FROM GENERALITIES TO MORE SPECIFIC 
STEPS TO IMPLEMENTING ECONOMIC COOPERATION. HE EXPRESSED HOPE 
FOR ACHIEVING AN OPENING IN SOME SPECIFIC AREA OF COOPERATION 
SO THE THE DOOR COULD BE OPENED WIDER TO FURTHER AREAS OF 
US/BURMESE DISCUSSIONS AND RELATIONS. 

BEAN 
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